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Annual Meeting at Del Monte 


Members of the Institute are again 
reminded that the annual meeting of 1927 
will be held at Del Monte, California, 
September 19th, 20th, 2lst and 22nd. 
As usual there will be an informal meeting 
of members of boards of accountancy on 
the first day of the annual meeting. This 
year the meeting will celebrate the fortieth 
anniversary of the organization of account- 
ancy in America. The American Associa- 
tion of Public Accountants was established 
in 1887 and continued as the national 
organization until 1916 when it was trans- 
formed into the American Institute of 
Accountants. It is hoped and expected 
that there will be a representation of 
accountants from Chicago and the east 
large enough to justify the charter of a 
special train starting from Chicago. A 
preliminary letter of inquiry has been sent 
to all members and associates of the Insti- 
tute asking them to indicate their intentions 
so that there may be a basis upon which to 
make arrangements for special train ac- 
commodations. Several routes are being 
considered and it is probable that the party 
will go out by way of the northwestern 
states and return by way of the Grand 
Canyon of Arizona. Accountants at San 
Francisco and Los Angeles are making 
plans to entertain the members of the 
Institute on dates preceding and following 
the annual meeting. The Dominion Asso- 
ciation of Chartered Accountants which 
will meet in Winnipeg, Manitoba, in 
September has invited the Institute mem- 
bers to stop at Winnipeg on their way 
west and to attend the Dominion meeting, 
the dates of which are yet to be fixed. 
Members have been asked to express a 


preference of a route from Chicago west- 
ward. The choice will lie between the 
Canadian Rockies and Yellowstone Park. 

This will be the first meeting of the 
national organization held on the Pacific 
coast since 1915 when there was a meeting 
in Seattle followed by a supplementary 
meeting at the World’s Fair in San Fran- 
cisco. Many members who have been 
thinking of visiting the Pacific coast have 
postponed their visit from year to year 
so as to take advantage of an opportunity 
to combine an Institute meeting with a 
view of one of the most beautiful sections 
of the country. Del Monte lies close to 
the shore of the Pacific and its fame is 
world-wide. ‘There are many golf courses 
and the motor roads are above reproach. 

The committee on meetings announces 
that two of the speakers will be Robert H. 
Montgomery and Henry Rand Hatfield. 
Other equally prominent men will be heard 
at the meeting or at the banquet which 
follows. 


Hotel Accountants Association 


The New York members of the Hotel 
Accountants Association were entertained 
at dinner on Thursday, April 17th, at the 
Hotel Commodore, as guests of George W. 
Sweeney. The toastmaster was Richard 
H. Browne, president of the Hotel Ac- 
countants Association. Mr. Browne stated 
that executives are beginning to realize 
more and more the importance of figures 
telling the story of their business. Ad- 
dresses were delivered by Mr. Sweeney, 
E. M. Statler, W. Johnson Quinn, Charles 
G. Stamm and C. B. Stoner. A cordial 
vote of thanks was extended to Mr. Sweeney 
for his hospitality. 
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Louise S. Miltimore 


Iouise S. Miltimore, librarian of the 
American Institute of Accountants, died 
at New York, April 22, 1927. Miss Milti- 
more had been librarian of the Institute 
since the inception of the endowment 
fund under which the library is operated. 
Her labors for accountancy are known 
to members of the Institute and to all 
others who take an interest in the progress 
of accountancy. She was the compiler 
and author of The Accountants’ Index 
and The Accountants’ Index Supplement. 
She was editor of the special library bulle- 
tins issued by the Institute and the con- 
ductor of the current literature depart- 
ment in TJhe Journal of Accountancy. 
Miss Miltimore was a graduate of Cornell 
and had spent several years in the public 
libraries of New York prior to her accep- 
tance of appointment as librarian of the 
Institute. 


New Sponsor Organizations for 1927 
Management Week 


Two new sponsor organizations will be 
added to the group under whose auspices 
the 1927 management-week activities will 
take place, according to the monthly 
bulletin of the division of simplified practice 
of the department of commerce. They 
are the National Association of Purchasing 
Agents and the National Foremen’s Asso- 
ciation. The other organizations in the 
group which sponsored management week 
in 1926 are the American Institute of 
Accountants, the American Society of Me- 
chanical Engineers, the Society of In- 
dustrial Engineers, the American Manage- 
ment Association and the Taylor Society. 
It is possible that other bodies of recognized 
importance in the business world will join 
the group. 

The week of October 24th to 29th has 
been designated as management week for 
1927. The theme selected is ‘‘Manage- 
ment’s part in maintaining prosperity,” 


and it is hoped that the discussions which 


will take place throughout the country 
will prove of real practical value to execu- 
tives of every kind. 

The chairman of the 1927 national 
committee for management week is Cecil 
S. Ashdown, of the American Institute of 
Accountants. The secretary is Ray M. 
Hudson, of the division of simplified prac- 
tice. 


Opportunities in Accountancy 


In response to requests, editorials which 
appeared in The Journal of Accountancy 
for April, 1927, have been reprinted in 
pamphlet form and a limited number of 
copies may be obtained from the offices 
of the Institute. These editorials deal 
with the subject of opportunities in ac- 
countancy. 


Northern Ohio Chapter Meeting 


A joint meeting of the Northern Ohio 
Chapter of the American Institute of 
Accountants and the Cleveland chapter 
of the Robert Morris Associates was held 
at the Cleveland hotel, Cleveland, at 6:30 
p.M., April 25th. There were approximately 
seventy persons present. 

Immediately after dinner, A. P. Richard- 
son, secretary of the American Institute 
of Accountants, addressed the meeting on 
the codperation between the Institute and 
the Robert Morris Associates. A. L. Moler, 
president of the Cleveland chapter of 
the Robert Morris Associates, was then 
introduced, and in turn presented Clay 
Herrick, vice-president of the Guardian 
Trust Company, who opened a discussion 
on auditors’ reports. Mr. Herrick was 
followed by Harold Worthington, represent- 
ing the Northern Ohio chapter. General 
discussion of the subject followed, in which 
William Tonks, vice-president of the Union 
Trust Company, suggested that it might 
be desirable to appoint a committee of each 
chapter to consider and discuss matters 
of mutual interest. As a result of Mr. 
Tonk’s suggestion the meeting resolved 
to hold two meetings jointly each year with 
the object of having a free and open dis- 
cussion of matters of common interest. 
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Midwest Regional Meeting 


A regional meeting of the midwest 
region of the American Institute of Ac- 
countants is to be held at Kansas City, 
Missouri, June 10th and 11th. Through an 
error the preliminary notice of meeting 
sent to accountants in that region by the 
committee in charge stated that the meeting 


would be held on Thursday and Friday, - 


June 10th and 11th, instead of Friday and 
Saturday, June 10th and 11th. A list of 
committees which have been appointed 
appeared in the Bulletin of April 15th. 
Arrangements are proceeding rapidly and 
it is expected that there will be a large 
attendance. Several accountants from out- 
side the region have expressed their in- 
tention to attend. Information relative 
to the programme and further details will 
be available shortly. Inquiries may be 
addressed to the office of the Institute or 
to Eugene M. Lynn, chairman of the 
executive committee in charge of arrange- 
ments. 


New England Regional Meeting 


The committee in charge of arrangements 
for the regional meeting of New England 
states has resolved to postpone the meeting 
which would have been held in June this 
year and to hold it in October instead. 
Further announcement of the programme 
and other details will be made in the near 
future. 


Board of Examiners 


The spring examinations of the American 
Institute of Accountants will be held May 
19th and 20th. Applicants for admission 
to the Institute will be examined in Balti- 
more, Boston, Buffalo, Chicago, Milwaukee, 
New York, Norfolk and Pittsburgh. The 
following states will codperate with the 
Institute in the conduct of the May ex- 
aminations: Alabama, Arizona, Arkansas, 
California, Colorado, Delaware, Florida, 
Idaho, Illinois, Indiana, Kansas, Louisiana, 
Massachusetts, Maine, Minnesota, Missis- 
sippi, Missouri, Nebraska, New Hamp- 


shire, New Mexico, North Dakota, Oregon, 


South Carolina, South Dakota, Texas, 
Utah, Washington, West Virginia and 
Wyoming. It is expected that approxi- 
mately 800 applicants for Institute member- 
ship or C. P. A. registration will sit for the 
examinations. 


Annual Meeting United States 
Chamber of Commerce 


The fifteenth annual meeting of the 
Chamber of Commerce of the United 
States of America was held at Washington, 
May 3rd, 4th and 5th. More than 2,000 
members were in attendance. The Ameri- 
can Institute of Accountants was repre- 
sented by Edward E. Gore, substitute 
national councillor for the Institute, and by 
the secretary. Among the papers read at the 
meeting was one entitled The Dawes Plan 
in Operation by J. E. Sterrett. Important 
resolutions relative to the reform of federal 
taxation were the chief acts of interest to 
accountants. 


Standard Oil Company Adopts 
Standardized Balance-sheet 


The Standard Oil Company of Cali- 
fornia, in its annual statement to stock- 
holders for 1926, presents the balance- 
sheet in the form adopted by the American 
Petroleum Institute at its annual meeting 
in December, 1926. A committee com- 
posed of accounting experts of various 
oil companies had been attempting for 
several years to standardize accounting 
practices in the industry, and its efforts 
resulted in the endorsement of a form of 
balance-sheet by the American Petroleum 
Institute. 

In presenting its statement, the Standard 
Oil Company of California says that in 
recognition of the value to the public 
as well as to the industry of a standardized 
form of balance-sheet, it has followed the 
recommendations of the institute. 
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COMMITTEE ACTIVITIES 


Executive 


The executive committee has been giving 
consideration to publishing in the next 
year-book information relative to the firm 
affiliation or employment of every member 
and associate. In order to obtain the 
information desired, a questionnaire has 
been sent to the entire membership and 
if a sufficient response is received the 
year-book for 1927 will probably contain 
a list of names of members and associates 
followed by information relative to the 
firm affiliation or employment of each one. 


Federal Legislation 


The committee on federal legislation of 
which Edward E. Gore, Chicago, is chair- 
man has received nearly 125 responses 
to its questionnaire relative to tax reform. 
Members of the Institute were asked to 
make recommendations for amendments 
of the law which would tend to simplify 
procedure and to bring the laws into con- 
formity with commercial and industrial 
conditions. ‘The joint committee of con- 
gress which has been appointed to prepare 
recommendations for tax law amendment 
will hold sessions in the near future. The 
chairman of the joint committee, congress- 
man William R. Green, has appointed a 
special advisory committee under the chair- 
manship of C. D. Hamel, former chairman 
of the United States board of tax appeals. 
The advisory committee consists of T. S. 
Adams, Arthur A. Ballantine, George O. 
May and Dr. Thomas W. Page. Repre- 
sentative Allen T. Treadway, who is a 
member of the joint committee of congress, 
spoke before the United States chamber 
of commerce and expressed the hope that 


it would be possible to write a law which 
would be simple and effective. He _ be- 
lieves that the whole law should be written 
anew and that there should not be any 
attempt to make amendments to existing 
laws which would probably only tend to 
make confusion worse confounded. 


Special Committee 


At the annual meeting of the American 
Institute of Accountants held in September, 
1926, a report of the committee on educa- 
tion was received and referred to the execu- 
tive committee with instructions to bring 
the contents of the report to the attention 
of the entire membership and to solicit 
expressions of opinion as to the recom- 
mendations contained in the report. A 
questionnaire was sent to the membership 
and repeated efforts were made to obtain 
a comprehensive response. The executive 
committee is now considering the responses 
which have been received and has au- 
thorized the appointment of a _ special 
committee to review and summarize the 
views of members. This special committee 
consists of one representative of the original 
committee which prepared the pamphlet 
entitled Approved Methods for the Prepara- 
tion of Balance-sheet Statements, which was 
subsequently issued by the federal reserve 
b-ard, two members of the Institute’s 
special committee on codperation with 
bankers, two members of the committee 
on education and one member at large. 
The personnel of the committee is as follows: 
Arthur W. Teele, chairman, William B. 
Campbell, W. Sanders Davies, F. H. Hurd- 
man, James O. McKinsey and John R. 
Wildman. 


A. S. Fedde & Co. announce a change in 
the firm name to Fedde & Co. The per- 
sonnel of the firm remains the same. 


Klein & Co. announce the removal of 
their offices to suite 414, Industrial Office 
building, 1060 Broad street, Newark, New 
Jersey. 
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Mahoney, Bowen and Hanley announce 
the removal of their offices to 15 Park Place, 
New York. 


Niles & Niles, 60 Broadway, New York, 
announce the retirement of Norman E. 
Webster and the admission of Ernest N. 
Wood into the firm. 
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STATE BOARDS OF ACCOUNTANCY 


Maine 


The state board of accountancy of Maine 
has adopted a novel form of questionnaire 
to be answered by applicants for reciprocal 
Cc. P. A. certificates in the state. The 


board has found that the use of this form. 


greatly simplifies the investigation of the 
records of such applicants, and at the same 
time provides for its files a uniform directory 
of each man to whom a reciprocal certificate 
is granted. The questionnaire follows: 


STATE OF MAINE 
APPLICATION FOR C. P. A. CERTIFICATE 
BY RECIPROCITY 
From the state of 


Da 
Applicant’s full name 
Present address 
Born (City) 


(State) 


reciprocity is asked, was granted by 


(After word “how” state whether by examination or 
reciprocity. If former, whether American Institute 
examination was used, and whether examination 
was written or oral; if latter, give name of state.) 
At the time certificate was granted you by state 
from which you now apply for reciprocal certificate, 
were you eligible to take examination in Maine? 


Give name of firm) 
In what city and state do you claim citizenship? 


66 0 6 64.66 6 0.66.0 CET OD 


of the board of accountancy for the state of........ 
certify that the above- 
is the holder of certifi- 
for certified public 
accountant in this state, and that he is now in good 
standing. 


State of 
County of 


being duly sworn says that he is the person referred to 
in the above application for examination for certifi- 
cate asa certified public accountant, and that all the 
statements herein contained, respecting age, resi- 
dence, education, experience, are each and all true 
in every respect. 


(Seal) 


Mississippi 


W. Q. Sharp has been reappointed a 
member of the Mississippi state board of 
accountancy to serve until May, 1931. 


Rhode Island 


Ernest L. Goodman has been appointed 
a member of the board of accountancy 
of Rhode Island to fill the vacancy created 
by the expiration of the term of Lewis G. 
Fisher. Earl S. Clark was recently elected 
chairman of the board. 


Utah 


The term of office of J. T. Hammond, 
Salt Lake City, as director of the depart- 
ment of registration of Utah expired April 1, 
1927. M. H. Welling was appointed to 
succeed Mr. Hammond. 


Louis Sturz & Co. announce the removal 
of their offices to the Paramount building, 
Broadway and 44th street, New York. 
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Isidor S. Weitzner & Co. announce the 
removal of their offices to the Pennsylvania 
building, 225 West 34th street, New York. 


Sworn to before me this... 

Have you ever had any certificate revoked or sus- 
How many years have you practised?............. 
Under own name or for another?................. 
Do you expect to become a resident of Maine?...... 
Do you expect to practise in Maine in own name? 
Do you expect to practise for some firm or = 

| 
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NEWS OF LOCAL SOCIETIES 


Connecticut Society of Certified 
Public Accountants 


The Connecticut Society of Certified 
Public Accountants held its annual meeting 
April 13, 1927, at New Haven. 

One of the questions considered was the 
revision of the by-laws. A discussion took 
place regarding the question of contingent 
fees, which finally resulted in the adoption 
of a clause in the society’s code of ethics, 
as follows: 


‘‘No member shall render or offer to render pro- 
fessional services, the fee for which is to be contin- 
gent upon his findings or the result thereof, except 
in the case of such contracts on a contingent basis as 
shall be submitted for approval by the United 
States treasury department or the United States 
board of tax appeals.” 


Following the adoption of the new by- 
laws, the society voted to extend life mem- 
bership to Frederick W. Child and to confer 
upon him the title of treasurer emeritus in 
recognition of his service over a long period 
of years. 

An invitation from the New York State 
Society of Certified Public Accountants to 
attend its thirtieth anniversary dinner was 
read and several members indicated their 
intention to attend. The secretary was 
instructed to acknowledge the invitation 
and to express the society’s appreciation 
of the fraternal spirit indicated by the 
invitation. 

The election of officers resulted as follows: 

President, William Z. White; vice- 
president, Henry Knust; treasurer, Louis 
Sagal; secretary, Warren M. Brown, and 
auditor, William L. Keating, Bridgeport, 
Conn. 

Members of the board of governors were 
elected as follows: 

For one year: George E. Curtis and 
Percy Rothwell; for two years: Charles F. 
Coates and Irville A. May; and for three 
years: S. Earl Shook and Leon E. Vannais. 

The final feature of the meeting was an 
address by Leon E. Vannais on “Some 
aspects of the function of the accountant,” 
concluding with suggestions of ways in 
which accountants may combat and dispel 
many misconceptions regarding certified 
public accountants and their functions. 
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District of Columbia Society of 
Certified Public Accountants 


The District of Columbia Society of 
Certified Public Accountants met at the 
city club, Washington, D. C., April 11th. 
Joshua Evans spoke on the necessity of 
careful investigation of securities by pro- 
spective investors. The lack of a “‘blue-sky”’ 
law in the District of Columbia, he said, 
makes it incumbent upon investors to 
obtain accurate information regarding enter- 
prises to which they intend to entrust their 
money, if they are to avoid possibility of 
loss. Honest accounting is an important 
safeguard against fake stock promoters, 
Mr. Evans said, and he urged accountants 
to codperate with the Better Business 
Bureau, of whose board of trustees he is 
chairman, by calling its attention to im- 
proper financial schemes. 


Massachusetts Society of Certified 
Public Accountants 


The meeting of the Massachusetts Society 
of Certified Public Accountants which had 
been postponed from April 25th was held 
May 2nd at the Boston Chamber of Com- 
merce. After dinner the meeting was called 
to order and upon the conclusion of routine 
business it was announced that three new 
members had been elected. Homer N. 
Sweet was then introduced and spoke on 
the subject, “Certification of balance-sheets.”’ 
The speaker dealt at length with the 
controversy which had arisen between 
auditors and directors of the British Marconi 
company. General discussion followed Mr. 
Sweet’s remarks. 


New York State Society of Certified 
Public Accountants 


The thirtieth anniversary dinner of the 
New York State Society of Certified Public 
Accountants was held at the Waldorf- 
Astoria hotel, New York, April 25, 1927. 
Approximately 740 persons were present. 
Joseph J. Klein, president of the society, 
acted as toastmaster. The guests of honor 
were J. E. Sterrett and George V. McLaugh- 
lin. The principal speakers were Robert H. 
Montgomery and John T. Madden. 
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The annual meeting of the New York 
State Society of Certified Public Account- 
ants was held at the Waldorf-Astoria, 
New York, Monday, May 9, 1927, at 8 
p.M. ‘The business included annual reports 
of officers and committees, the election 
and the installation of officers. An address 
was delivered by Eric A. Camman on the 
subject, Newer Aspects of Cost Accounting. 
The following officers and directors were 
elected: Joseph J. Klein, president; Nor- 
man E. Webster, first vice-president; Wil- 
liam H. Bell, second vice-president; Mar- 
tin Kortjohn, secretary; Harold A. Wythes, 
treasurer. Directors: Leon Brummer, John 
Fraser, William J. Gunnell, Hamilton 
Howard, Alfred J. Stern and Ernest Will- 
vonseder. 


North Carolina Association of Certified 
Public Accountants 


At a recent meeting of the directors of 
the North Carolina Association of Certified 
Public Accountants, held in Charlotte, it 
was decided to hold the eighth semi-annual 
meeting of the association at the Oceanic 
hotel, Wrightsville Beach, June 17th and 
18th next. J. B. McCabe of Wilmington 
was appointed general chairman of arrange- 
ments. Plans are now being made for an 
interesting meeting. 


Pennsylvania Institute of Certified 
Public Accountants 


PITTSBURGH CHAPTER 


At the annual meeting of the Pittsburgh 
Chapter of the Pennsylvania Institute 
of Certified Public Accountants held 
Wednesday evening, April 27th, at the 
Hotel Henry, Pittsburgh, the following 
officers were elected: Frank A. Willison, 
chairman; Adrian F. Sanderbeck, secretary; 
W. W. Colledge, treasurer. Ernest Crow- 
ther, Richard H. Mohler, C. C. Sheppard, 
O. G. Richter and J. M. Cumming were 
elected members of the executive com- 
mittee. M. D. Bachrach spoke on the 


subject of professional ethics. H. Ivan 
Sloan, Frank C. Miller and William A. 
Wood also addressed the meeting. Mu- 
sical entertainment was provided. 


Rhode Island Society of Certified 
Public Accountants 


The annual meeting of the Rhode Island 
Society of Certified Public Accountants 
was held at the Narragansett hotel, Provi- 
dence, April 18th. The following officers 
were elected for the fiscal year 1927-1928: 
President, George E. Comery; vice-presi- 
dent, William H. Segur; and secretary, 
John J. Wall. The board of directors 
for the current year will be composed of 
Ernest L. Goodman and George B. Clegg, 
in addition to the officers of the society. 

Charles Grossman, a charter member 
of the society, was elected a life member. 

It was reported by the chairman of the 
special committee on banking that a joint 
meeting of his committee and a committee 
of the state bankers’ association would 
be held in the near future for the purpose 
of fostering coéperation between the two 
professions. 

The president of the society was au- 
thorized to appoint a committee of five 
members to codperate with a committee 
of the American Institute of Accountants 
in making arrangements for the Institute 
regional meeting which is scheduled to be 
held at Providence. 


Virginia Society of Public Accountants 


The spring meeting of the Virginia 
Society of Public Accountants is to be held 
at Virginia beach, May 20th and 2lst. 
At that time the society will receive and 
act upon the reports of the following com- 
mittees: membership, legislation, arbitra- 
tion, and constitution and by-laws. The 
last-named committee has revised the ex- 
isting constitution and by-laws and will 
submit a new draft for the consideration 
of the membership. The adoption of a 


code of ethics or rules of professional 
conduct will also be proposed at the meeting. 
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STATE LEGISLATION 


At the time of going to press the legis- 
latures of the following states have ad- 
journed sine die: Arkansas, Arizona, 
California, Colorado, Delaware, Idaho, Iowa, 
Indiana, Kansas, Maine, Maryland, Massa- 
chusetts, Minnesota, Missouri, Montana, 
Nebraska, Nevada, New Jersey, New Hamp- 
shire, New Mexico, New York, North 
Carolina, North Dakota, Oklahoma, Oregon, 
Pennsylvania, Rhode Island, South Caro- 
lina, South Dakota, Texas, Utah, Vermont, 
Virginia, Washington, West Virginia, and 
Wyoming. 


Florida 


A bill introduced in the legislature of 
Florida to amend the C. P. A. law of that 
state is supported by the Florida Society 
of Public Accountants. Walter Mucklow, 
president of the society, has issued the follow- 
ing statement: 


“The present law, providing for a state board of 
accountancy, was passed in 1905, and has remained 
unchanged since that time, although for some years 
past it has been felt that the increase of business in 
the state called for some modification in order to 
provide proper protection for all those interested, 
especially the public, the bankers and the account- 
ants themselves. 


INSURANCE PROVIDED 


“It has been well said that the center of gravity 
of accountancy has changed its position and it is 
now becoming a general practice to regard the 
accountant not only as an auditor, but as a business 
advisor. To fill such a position with success, three 
qualifications are essential, namely, personal ability, 
knowledge and experience. No device of man can 
supply the first, but each of the others can, to some 
extent, be insured. The object of present amend- 
ments is to provide this insurance. 

“The Society of Certified Public Accountants in 
Florida has given the matter consideration and has 
caused to be prepared the draft of an act which will 
be submitted to the legislature now in session. 

“The present law provides for a board, consisting 
of three certified public accountants to be appointed 
by the governor, which shall hold examinations and 
grant certificates to those satisfying its require- 
ments and passing its examinations. 

“The board is given power to revoke such certifi- 
cates, to make such certificates when necessary, and 
the law provides that no one may use in Florida the 
designation of certified public accountant or the 
letters C. P. A. unless he holds a certificate issued 
by the board. 


AMENDMENTS SUMMARIZED 
“The proposed amendments may be summarized 
as follows: 


“To regulate the organizing of the board and to 
give it the right to engage requisite assistance. 


“To strengthen the powers of the board in con- 
nection with the improper use of the designation 
certified public accountant. 

“*To allow all uncertified accountants now in prac- 
tice, to be known as public accountants. 

“To issue to each such public accountant a cer- 
tificate of authority to practice accountancy. 

“To describe the manner in which any certificate 
may be revoked. 

‘To provide for annual registration with the board 
of all those practicing as public accountants or cer- 
tified public accountants in the state. 

“To authorize the board to adopt proper rules; 
to publish lists of all those to whom it has issued 
certificates and to provide that no one may practice 
accountancy in Florida unless he hold such a certifi- 
cate. 

“To compel annual registration of all accountants 
with the board. 

“To empower the board to formulate and enforce 
rules of ethics. 

“To give an accountant a lien for services per- 
formed. 

“To make a wilful misstatement by an account- 
ant a misdemeanor. 

‘To give accountants the ownership of their work- 
ing papers. 

“To provide that no accountant may temporarily 
practice in Florida until he has obtained authority 
from the board. 

“To give accountants the right to claim that in- 
formation given to them by a client may be re- 
garded as a privileged statement. 

“To exempt certified public accountants from jury 


duty. 
REGULATION IS AIM 


“In general the object of these amendments is to 
give the state board of accountancy the power to 
regulate the profession and thereby to protect the 
public by prohibiting from practice all those who do 
not possess the prescribed moral and professional 
requirements. 

“The class of public accountants is created to 
enable those who now practice but do not hold a 
certified public accountant certificate, to continue to 
practice. 

“Tt is not desired to exclude from practice any 
accountant who is qualified and the new provisions 
are similar to those already enacted and applying to 
engineers, architects and other professions. 

“Copies of the proposed act have been distributed 
widely throughout the state; anyone desiring further 
information or wishing for a copy of the proposed 
act is requested to confer with the president of the 
society, 815 Barnett National Bank Building, Jack- 


sonville, Fla.’’ 
Illinois 


A bill which was before the legislature of 
Illinois designed to amend the C. P. A. 
law of that state was opposed vigorously 
by the members of the Illinois Society 
of Certified Public Accountants and by 
others interested in accountancy. Advice 


has been received that this bill was killed 
on the floor of the house of representatives. 
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COURT DECISIONS 


Corporations 


Directors—statutory liability of direc- 
tors for failure to file annual report. Whether 
liability extinguished by statute of limita- 
tions: 

A receiver of a bank, on September 24, 
1924, commenced action to recover an 
amount loaned by the bank, prior to 
December 31, 1920, to a corporation of 
which the defendants were directors. The 
corporation’s notes were renewed in 1923 
and had not been paid. From 1916 to 
1923 the corporation had failed to file the 
annual statements of its condition required 
by section 6003 of the Montana revised 
code of 1921 and this action was to enforce 
the liability of the directors which said 
statute imposed whenever such report was 
not filed within twenty days after March 
lst, the directors not having filed affidavits 
showing that the default was not their 
fault. Section 9061 of the code provided 
that actions against directors or stock- 
holders of a corporation to recover a penalty 
or forfeiture imposed, or to enforce a 
liability created by law, ‘‘must be brought 
within three years after the discovery by 
the aggrieved party of the facts upon which 
the penalty or forfeiture attached or the 
liability was created.” Plaintiff contended 
that the statute of limitations did not 
commence to run under the statute until 
“discovery by the aggrieved party of the 
facts upon which the liability was created” 
and that as this discovery was not actually 
made until after his appointment as _ re- 
ceiver, in 1924, the cause of action was not 
barred. 

The court held that plaintiff’s remedy was 
barred and his right of action extinguished 
under the provisions of section 9061. The 
statute designated two classes of actions in 
the alternative and two tests as to when the 
period of limitation shall begin to run, to 
wit: “Actions against directors or stock- 
holders of a corporation, to recover a 
penalty or forfeiture imposed,” which ‘‘must 
begbrought within three years after dis- 
covery by the aggrieved party of the facts 
upon which the penalty or forfeiture at- 
tached,” and ‘‘actions...to enforce a lia- 
bility created by law,” which “must be 
brought within three years after...the 


liability was created.” As the indebted- 
ness existed prior to the default of the 
corporation on March 1, 1921, the renewal 
of the notes having no effect, and the di- 
rectors failing for twenty days thereafter 
to file the required affidavits, the liability 
was “‘created by law” on the expiration of 
the twenty-day period, the statute began to 
run as of March 21, 1921, and the full three- 
year period expired before plaintiff, on 
September 24, 1924, commenced his action. 


Williams v. Hilger, supreme court of 
Montana, November 17, 1926. 


Stock Subscription. Whether rescission 
on subscription will be granted when stock 
legally issued. 

Plaintiff sought rescission of a subscrip- 
tion contract for shares of defendant’s 
stock. Defendant, a Connecticut corpora- 
tion, on September 17, 1923, adopted 
resolutions providing for the increase of its 
preferred stock, the retirement of its common 
stock and the issuing of common stock of no 
par value. Defendant did not file with the 
secretary of state a certificate showing such 
attempted amendment of its certificate of 
incorporation, nor secured approval by the 
secretary of state of such amendment, nor 
paid to the state the required fee for in- 
crease of capital stock. In October, 1923, 
defendant by its agent in New York, in- 
duced plaintiff to purchase some of its stock. 
Defendant maintained that the stock sub- 
scription was not invalidated by these 
omissions, but that as between the parties 
it was a mere irregularity, having no effect 
upon their respective rights and liabilities. 

Held, that plaintiff was entitled to re- 
cover. The general rule is that if the 
rights of creditors are not involved, the 
omission of the essential steps prescribed 
by the statute authorizing an increase of 
capital stock will entitle subscribers for the 
increase stock to avoid their subscriptions 
and recover what they have paid, unless 
they are estopped. The procedure omitted 
was essential to the validity of the issue of 
the stock for section 25 of the act of 1901 
(now section 3519 of the general statutes 
of 1918) concerning changes in certificates 
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of incorporation provided that “no such 
amendment shall be valid,’’ unless a cer- 
tificate setting forth such amendment shall 
be made and filed in the office of the secre- 
tary of state in the same manner as pre- 
scribed in the state. Browers v. Natchaug 
Silk Co. (72 Conn. 658) distinguished. 

Taylor v. The Lounsbury-Soule Co., Con- 
necticut supreme court of errors, third 
judicial district, April 20, 1927. 


Sale of Assets. Right of creditor of 
selling corporation to sue purchasing cor- 
poration for conversion of property by 
former. 

Plaintiff bank sued defendant on two 
promissory notes executed by him. De- 
fendant admitted the execution of the notes 
but alleged that prior thereto he had agreed 
with another bank to deposit with it $17,000 
in liberty bonds for safe keeping and that 
defendant could draw cheques against such 
bank and if he did not have funds to cover 
such cheques the amount would be advanced 
to him by the bank for which amount he 
should execute his note, such advancement 
to be in any sum up to the amount of the 
bonds deposited. The lower court found as 
facts that the bonds were delivered to said 
bank and were then converted by it; that 
thereafter plaintiff bank took over all the 
assets of such bank, including the note 
sued on herein, and plaintiff bank assumed 
certain liabilities of such bank that there 
was a difference of some $350,000 between 
the indebtedness assumed and the value of 
the assets transferred, which difference was 
for the purpose of indemnifying plaintiff 
bank against any loss it might sustain in the 
transfer of such assets; that the corporations 
were not merged but each retaining its 
corporate identity. 

Held, that plaintiff bank could not re- 
cover on the notes and that defendant had 
a right of action against both banks. The 
rule is that where a corporation takes over 
all the property and assets of another cor- 
poration, and assumes enumerated liabilities 
of such other corporation, and such other 
corporation discontinues business and it is 
shown that the purchasing corporation has 
taken over from the selling corporation 
property greatly in excess of the amount of 
liabilities assumed, a creditor whose property 
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has been converted by the selling corporation 
prior to such sale of assets may prosecute 
his remedy against both corporations. 


Security National Bank of Tulsa v. Cain 
et al., supreme court of Oklahoma, April 5, 
1927. 


Internal Revenue 


Income tax. Corporations. Dividends. 
Taxation of income consisting of corporate 
dividends. For what period taxable: 


A resident of New York appealed from 
the determination of the commissioner of 
internal revenue of a deficiency in income 
tax for the year 1917 in the amount of over 
$10,000. During the year 1917 the peti- 
tioner was paid the amount of $27,000, as a 
dividend on her 3,000 shares of the capital 
stock of the Delaware & Hudson Company, 
pursuant to a resolution adopted by the 
board of managers of the company on 
December 27, 1916. In her income-tax 
return for the year 1917 she reported the 
dividend so received as having been paid 
from profits or surplus accumulated prior 
to the year 1917. ‘The commissioner, how- 
ever, had assessed the deficiency on the 
ground that over $21,000 of said dividend 
was paid out of earnings or profits for the 
year 1917 and was therefore taxable at the 
rates prescribed by law for that year. 

It was held that judgment must be entered 
for the petitioner, for no part of the divi- 
dends involved herein was taxable at the 
rates prescribed for the year 1917. A 
distribution of a corporate dividend out of 
surplus occurs when the dividend is declared 
and not when it is paid. The dividend 
herein was declared December 27, 1916, and 
it therefore constituted a distribution of 
surplus or profits at that time, regardless of 
the fact that payment was not made until 
a later date. No part of the distribution 
could therefore have been made from earn- 
ings for the year 1917. 

Appeal of Fitzgerald, United States board 
of tax appeals, November 19, 1926. 


Interstate Commerce 


Clayton act. Whether federal trade com- 
mission, in ordering divestment of stock 
unlawfully held, may enjoin acquisition 
of property of competing corporation. 
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Whether commission may order re-transfer 
of stock and assets obtained before pro- 
ceedings instituted: 

In three cases the power of the federal 
trade commission was considered, where it 
finds that one corporation has acquired 
shares of a competitor contrary to the 
inhibition of the Clayton act. Section 7 of 
the act prohibited any corporation engaged 
in commerce to acquire any stock of another 
corporation so engaged where the effect 
might be to lessen competition between the 
two, or to restrain or tend to create a 
monopoly of any line of commerce. Sec- 
tion 11 empowered the commission, when- 
ever it ‘‘shall have reason to believe that 
any person is violating or has violated any 
of the provisions of section 7 of this 
act’ to make an order, after due hearing, 
“requiring such person (includes corpora- 
tion) to cease and desist from such viola- 
tions, and to divert itself of the stock held 
contrary to the provisions of section 7 
of this act.” 

In case No. 96 a California meat corpora- 
tion had purchased all the stock of the 
Nevada Packing Company, an interstate 
competitor, also engaged in manufacturing, 
selling, and distributing meat products. 
The commission, finding such purchase and 
ownership contrary to law, had ordered the 
acquiring corporation to “so divest itself 
absolutely of all capital stock of the Nevada 
Packing Company as to include in such 
divestment the Nevada Packing Company’s 
plant.” This order was entered when the 
California corporation actually held and 
owned the stock contrary to law, but the 
plant and other property of the Nevada 
Packing Company had not yet been ac- 
quired. 

It was held, that the commission’s order, 
properly construed, was within its author- 
ity. Taken literally, the order went be- 
yond the situation revealed by the record, 
and was an injunction against the acquisi- 
tion of the plant. The purpose of the 
statute might be wholly defeated if the stock 
could be further used, through the control 
resulting therefrom, for securing the com- 
petitor’s property. 

In case No. 213 the commission, having 
found the facts concerning a rather compli- 
cated series of transactions, ruled that the 
acquisition by the petitioner of stock of four 


competing corporations and the transfer 
thereafter of all the business and assets of 
three of them was unlawful and ordered the 
petitioner to dispossess itself of such stocks 
and such properties. 

The court here held that the commission 
exceeded its authority. When it institutes 
a proceeding upon the holding of stock 
contrary to section 7 of the Clayton act, its 
power is limited by section 11 to an order 
requiring the guilty person to cease and 
desist from such violation, effectually to 
divest itself of the stock, and to make no 
further use of it. The act has no appli- 
cation to ownership of a competitor’s prop- 
erty and business obtained prior to any 
action by the commission, even though this 
was brought about through stock unlawfully 
held. 

In case No. 231 the commission had 
ordered the petitioner to divest itself of the 
capital stock and the business and physical 
property of two competing companies ob- 
tained through the use of said stock. 

It was held, as in case No. 213, that under 
sections 7 and 11 of the Clayton act the 
commission was without authority to re- 
quire a corporation which had secured 
actual title and possession of physical 
property, before proceedings were begun 
against it, to dispose of the same, although 
secured through an unlawful purchase of 
stock. Four justices dissented from the 
majority opinions in cases Nos. 213 and 231 
on the ground that under section 11, pro- 
viding for actions by the commission 
whenever it ‘‘shall have reason to believe 
that any person is violating or has violated 
any of the provisions’ of the earlier sec- 
tions, a company, which has succeeded in 
securing the assets of another corporation 
before the commission instituted a pro- 
ceeding, should be required to re-transfer 
the assets so as to render affirmative the 
order of divestiture of the stock. 

Federal Trade Commission v. Western Meat 
Co., case No. 96; Thatcher Mfg. Co. v. 
Federal Trade Commission, case No. 213; 
Swift & Co. v. Federal Trade Commission, 
case No. 231, supreme court of the United 
States, November 22, 1926. 


Taxation 
(Federal.) Income and profits tax. In- 
vested capital. Depreciation. When re- 
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duction of invested capital because of 
alleged depreciation was unwarranted. 


This was an action to recover additional 
income and profits tax for the years 1917 
and 1918. It appeared that in the calcu- 
lations of the commissioner of internal 
revenue the plaintiff’s invested capital was 
reduced from the amount shown on the 
books in an amount which the commissioner 
claimed represented additional depreciation 
on certain buildings of the plaintiff over the 
period from 1901 to 1916, inclusive. The 
court found as a fact that the fair market 
value of such buildings was in excess of the 
value at which it was carried on the books of 
the corporation on December 31, 1916; that 
the ordinary depreciation of said buildings 
was arrested or compensated for by making 
renewals and replacements sufficient to care 
for the decrease in valuation of capital 
assets and by charging the cost directly to 
expense. The statute involved was sec- 
tion 326 (a) (3) of the revenue act of 1918, 
40 stat. L. 1057-96, which provided that 
(a) as used in this title the term ‘invested 
capital’ for any year means *** (3) paid 
in or earned surplus and undivided profits; 
not including surplus and undivided profits 
earned during the year; ***.””. The govern- 
ment contended that because the books of 
the plaintiff did not disclose depreciation 
provided for in a certain way that it must 
be presumed that depreciation was not 
provided for at all. 


Held, that plaintiff could recover, for the 
reduction of invested capital was unwar- 
ranted. The earned surplus of a taxpayer 
as shown by its books will be accepted as 
correct in the absence of affirmative facts 
to the contrary. No evidence having been 
introduced to show that inadequate depre- 
ciation had been taken in prior years, the 
earned surplus should not be reduced on 
that account. There is no warrant for 
reducing earned surplus because of alleged 
failure to charge off sufficient depreciation 
in the past, unless the depreciable assets of 
the corporation are valued on its books at 
the beginning of the taxable year at an 
amount in excess of the actual value at that 
time. 

Haugh & Keenan Storage & Transfer Co. 
v. Heiner, United States district court, 
western district of Pennsylvania, April 14, 
1927. 


‘ 


(Federal.) Excess profits tax. Whether 
notes given in payment of stock are tangible 
property to be included in invested capital 
in computing the tax. 

Suit to recover an additional excess 
profits tax because of an alleged erroneous 
deduction by an internal revenue commis- 
sioner of sums of money from plaintiff 
corporation’s invested capital, which caused 
an increase in the excess profits tax. Plain- 
tiff had issued capital stock to its stock- 
holders and accepted in payment therefor 
demand notes bearing interest for the full 
amount. ‘Thereafter some of these notes 
were paid on demand. In making the tax 
return in 1919 for the calendar year of 1918, 
these notes were included in the invested 
capital for face value. The commissioner 
excluded the amount of the unpaid notes 
on the ground that plaintiff’s capital stock 
could not be issued for notes under section 
69 of the stock corporation law of New York, 
and, therefore, the notes held unpaid repre- 
sented no part of the invested capital of the 
company. 

Held, that plaintiff could recover. Sec- 
tion 325 of the revenue act of 1918 includes 
promissory notes in its definition of the 
term “‘tangible property.’’ Section 326 (a) 
of the revenue act provides that the term 
“invested, capital” means ‘actual cash 
value of tangible property, other than cash, 
bona fide paid in for stock or shares, at the 
time of such payment ***.”” This language 
in referring to bona fide payment means 
actual, sincerely and in good faith paid. 
It is not necessary to hold that it means 
moneys legally paid in. To eliminate a 
note as invested capital it must be shown 
that the sale was void or that the purchase 
of the stock and giving the note in payment 
was in bad faith and for the purpose of 
avoiding the provisions of the tax law. 


Bowers v. Kaufman & Co., United States 
circuit court of appeals, 2nd circuit, March 
14, 1927. 


Federal. 


Income tax. Estate tax. 


Whether distribution to estate of deceased 
partner should be treated as corpus or 
income of the estate. 

This was a suit by certain executors to 
recover certain taxes alleged to have been 
erroneously assessed and collected by the 
internal revenue. 


The 


commissioner of 
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deceased had died on April 25, 1920, and 
while he was a member of a co-partnership, 
the firm had secured certain contracts and 
between the dates of April 25 and December 
31, 1920, received, on contracts so secured, 
certain commissions of which deceased’s 
distributive share amounted to some $78,- 
000. Under articles of co-partnership pro- 
viding that in case of the death of any 
partner, his interest should cease with the 
last day of the month in which he died, 
the payment of the aforesaid amount was 
made by the partnership to plaintiffs as 
executors of deceased’s estate. In ascer- 
taining the value of the gross estate for 
estate tax purposes, the commissioner deter- 
mined the value of deceased’s interest in 
the partnership assets to be some $78,000 
and this amount was included in the gross 
estate. The same amount was included by 
the executors in making the income tax 


return of the estate for the period between 
April 25, 1920, and December 31, 1920. 

Held, that plaintiffs could recover. The 
amount received from the partnership can- 
not be treated both as part of the value of 
the gross estate for estate tax purposes and 
as part of the gross income of the estate for 
income-tax purposes. For taxation pur- 
poses the individual income during his life 
and the income of his estate after his death 
are distinct things. When, therefore, an 
item is properly determined to constitute 
a part of the gross estate of a decedent for 
estate tax purposes, it cannot be made to 
constitute a part of the income of the same 
estate. It is a part of its corpus and it is 
not to be presumed that congress intended 
to subject the corpus of the estate to double 
taxation. 

Nichols v. The United States, United States 
court of claims, April 4, 1927. 


REVIEWS 


EDWARD A. ASHDOWN—‘RETAIL COSTS” 


Address delivered before the New York 
State Coal Merchants Association, New 
York, March 15, 1927. 


In order that his audience might follow closely 
his remarks on retail costs the speaker caused 
sample set-ups of operating accounts to be dis- 
tributed among his hearers. The general arrange- 
ment of the sample accounts was designed to meet 
all general requirements in the retail coal business. 

The first item on the profit-and-loss statement 
showed the sales for the month together with the 
number of tons sold and the amount received, with 
the average sale price per ton, from which was 
deducted the cost of the coal sold which, the speaker 
said, should include freight, insurance, towage and 
other incidental expenses. He said a record book 
should be maintained wherein these costs might be 
allocated to each size of coal purchased in order that 
the extra cost of each size independent of the others 
might be known. A running inventory is provided 
by the use of such a record book, so that a dealer 
may know approximately how many tons of each 
size should be on hand. ‘This record may be ad- 
justed and compared with the physical inventory 
on hand whenever the stock of any size coal runs 
low enough to afford the possibility of an accurate 
determination. 

The speaker said that degradation is one of the 
largest items entering into the costs in the coal 
business. It should be charged and shown on the 
books each month, as is any other expense. An 
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account for loss in weight, which becomes part of 
the cost of coal, should also be kept. The speaker 
illustrated each point in his discussion by reference 
to the sample accounts upon which his general re- 
marks were based. 

The gross profit figure, he said, lacks certain 
necessary information; for example, how it is con- 
stituted. He referred to a schedule giving an 
analysis of sales showing under each size of coal 
the average price received per ton delivered, the 
average yard price, and the average total sale price 
per ton; and in another column the cost per ton 
with the gross profit per ton, and the amount for 
each size. 

The speaker continued with a discussion of the 
operating expenses, classifying them in five headings 
as follows: discharging, yard, delivery, selling and 
general. He stressed the necessity of charging all 
items of expense to the proper departments in order 
that the correct cost per ton of operating each de- 
partment may be known. He showed how the net 
profit might be further broken down to indicate the 
net profit or loss on each size of coal. 

The subject of costs is receiving more attention 
today than perhaps ever before in the history of 
the business world, said the speaker. Minimum 
cost and efficiency of operations in the coal business, 
as in any other, will result in a “survival of the fit- 
test.”” Itis necessary, he said, that all the facts rela- 
tive to the dealer’s business be kept constantly before 
him. Correct figures and statements should be 
readily available and these may be obtained only 
through a proper accounting system. The intelli- 
gent use of books and records may reveal not only 


Bulletin of American Institute of Accountants 


the results of transactions, but the causes of such 
results. When used in this way an accounting sys- 
tem may be the basis of a constructive and sound 
policy, the speaker said. 

He concluded his remarks by stating that the 
only two ways of increasing the profits in the coal 
business are: first, by increasing sales without 
reducing the price or margin of profit, and second, 
by a reduction in the cost of doing business. 


RALPH EASTMAN BADGER—‘SOME OB- 
SERVATIONS ON THE VALUATION OF IN- 
DUSTRIAL SECURITIES” 


Address delivered at a meeting of the 
Massachusetts Society of Certified Public 
Accountants held at the Chamber of Com- 
merce building, Boston, March 25th. 


Mr. Badger stated that there is no one subject 
about which there is more difference of opinion than 
the question of value. There is cost value, depre- 
ciated value, book value and market or exchange 
value. The exchange value on goods that are 
freely producible depends on the marginal cost of 
production on the one hand and the marginal utility 
on the other hand. No standard commodity can 
sell below the cost of production for very long as an 
immediate reduction in quantities produced follows, 
nor can it sell very much higher than the cost of 
production plus normal profit to producer as it will 
attract other producers. 

Capital goods, however, are not freely producible. 
They are not used for immediate consumption but 
for further production. For such goods, therefore, 
there is no easily determined market or exchange 
value. Mr. Badger then stated that he did not feel 
that the cost value, depreciated value or book value 
had any real bearing on the valuation of industrial 
companies. He pointed out that the capital stock 
of certain cotton mills in New England is selling for 
less than the value of their net current assets and 
that the capital stocks of other companies, such as 
Coca-Cola and Woolworth, are selling for many 
millions more than the book value of their assets. 
The economist, therefore, is forced to seek for 
another basis of valuation than the balance-sheet 
of these companies. Mr. Badger stated that this 
must be the capitalization method. This method is 
a capitalization of earnings and involves, first, a de- 
termination of the true normal earning power of the 
business, the earning capacity of the business, and, 
secondly, the determination of the rate on which to 
capitalize those normal earnings. 

In discussing the first point, Mr. Badger stated 
that in many cases the best method was to average 
the prior year earnings where they were fairly con- 
stant, and there was no marked tendency toward 
larger or smaller earnings. Where the business is 
growing, however, some allowance must be made 
for such growth. The calculation of the average 
earning rate per cent. on the capital invested over 
the preceding period will give a closer approxima- 
tion as to what may be expected in the future on 
the present capital invested or various trend lines 
may be projected through the past earnings into 
the future. Similarly, consideration must be given 
to decreasing earnings. A mere average of past 
earnings, therefore, is not adequate in many cases. 


As regards the second point, the rate to use in 
capitalizing n earning power of the business, a 
number of factors must be considered. ‘The invest- 
ment of funds is free and flows to the highest return, 
taking into consideration the risk factors. It is 
therefore obvious that the market prices of com- 
panies in the same line of business must be given 
consideration. The important point for comparison 
is the rate at which the market has capitalized the 
earning power of the respective companies. 

But the rate of return on investments varies very 
widely as between years. A number of companies 
studied by Mr. Badger sold at twelve times their 
earning power at March 1, 1913. The same com- 
panies in 1919 sold at eight times their earning 
power and in 1920 sold at twenty times their earn- 
ing power. At the present time they are probably 
capitalized at about ten times their earning power. 
Therefore, careful consideration must be given to 
the current business conditions, the interest rate, 
the relative commodity prices, to determine a rate 
to give effect to general market conditions. Then 
we must obtain the market reaction in the special 
field of the particular company to be studied. At 
the present time the market prices of the securities 
of a number of automobile companies are seven times 
their earnings, steel companies ten times their 
earnings, and chain stores about fifteen times their 
earnings. We must then proceed to a study of the 
corporation itself in order to determine the risk 
factors to be given consideration. First, there is 
the general character of the management, the past 
record of the company, the condition of the prop- 
erty, its position in the industry, etc. Secondly, 
there is the financial condition as evidenced by the 
balance-sheet and income account, the capital 
structure and proportion of funded debt to capital 
stock, the amount of preferred and common stocks 
outstanding, how many times the bond interest rate 
has been earned over a period of years, the ratio of 
current assets to current liabilities, the number of 
times the inventory is turned over in a year, the 
proportion of net quick assets to total capital, the 
proportion of earnings to book assets, gross sales 
per dollar to plant investment, the operating ratios, 
etc. All of these factors must be considered in de- 
termining the allowance to be made for what Mr. 
Badger calls the risk factors and after considering 
them he would determine upon a rate to use to capi- 
talize the earnings of the business. 

The capital amount thus determined he would 
apportion, first, to the bonds and preferred stocks, 
and the balance to the common stock. In certain 
cases he would deduct the interest and preferred 
dividends from the normal earnings and capitalize 
the balance at a relatively higher per cent. to de- 
termine the value of the common stock, but in most 
cases he would capitalize the earnings at a single 
rate apportioning the amount thus determined to 
bonds and preferred and common stocks. 


RICHARD H. BROWNE—“HOTEL AND IN- 
STITUTIONAL ACCOUNTING AND 
STATISTICS” 


Address delivered before conference of 
House Directors at Teachers College, Co- 
lumbia University, New York, April 28th. 
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The speaker drew attention to the necessity for 
uniformity on the adoption of a standard basis of 
accounts. He urged his hearers to give consider- 
ation to the matter of preparing comparable ac- 
counts and adopting either the ‘‘Uniform System of 
Accounts for Hotels’ or some other suitable system. 
He felt that such systems while primarily prepared 
for hotels would be equally applicable to the accounts 
for college or school dormitories. He said that if a 
standard system were ultimately adopted by insti- 
tutions a central bureau could be established where 
figures for the entire country could be assembled 
and classified. It would be necessary, of course, 
for the central bureau to place the various institu- 
tions in classes or groups in order to give effect to 
variable factors affecting the figures. With the 
accurate information available for use in budgets as 
well as for comparison with current operating re- 
sults the house directors would be in a better posi- 
tion to solve their financial problems. Because of 
the reticence of business men and their disinclina- 
tion to furnish statistics of their financial condition 
and results of operation it was usually difficult to 
bring about exchange of information. It was 
equally difficult to induce them to agree to stand- 
ardization of accounting because they would involve 
uprooting systems and customs which had been long 
established. The speaker referred to the situation 
which had arisen in the hotel industry because of 
over-building and referred to the action which had 
been taken by hotel men to establish standard 
accounting and thus to obtain the truth about the 
profits to be made from hotel operation. A com- 
mittee of accountants had been appointed to com- 
pile a uniform system of accounts for hotels and 
after much hard work this purpose had been accom- 
plished. 


Cc. C. SHEPPARD-—“KNOW YOUR COSTS” 
Paper read before the Ohio and Western 
Pennsylvania Division of the American Face 


Brick Association at the William Penn hotel, 
Pittsburgh, April 15th. 


Mr. Sheppard divided his subject as follows: 


1. The importance of knowing costs 

2. Why we fail to know our costs 

3. How we may know our costs 

4. Some of the advantages of knowing costs 


He said that it is important to know our costs if 
for no other reason than to obtain personal protec- 
tion against loss of capital and business failure. 
We fail to know our costs, he said, because we are 
not alert to the many and varied dangers lurking 
in the background for the man who wilfully pro- 
ceeds without this knowledge. To know our costs 
is simply a matter of proper classification and using 
in a constructive sense records of daily and monthly 
transactions. The advantages are many and varied 
and they express themselves in no indefinite terms. 
Furthermore these advantages are not vital solely 
to the business man. ‘They have a greater and far 
reaching effect. They contribute in no small 
measure to the more efficient and economic prog- 
ress and development of society as a whole. 


J. C. M. WHITE—“ACCOUNTANTS CERTIFI- 
CATES AND REPORTS” 


Speech delivered at a meeting of the 
Alumni Association of Pittsburgh School 
of Accountancy at the Chamber of Com- 
merce, April 16th. 


In this address the speaker advocated higher pro- 
fessional standards for accountants, the assump- 
tion by accountants of full responsibility for their 
work and more stringent regulation of the banker 
in advancing depositors’ funds as loans. The 
speaker also expressed the opinion that bankers by 
more forcefully advocating the benefits, to client 
and banker alike, of independent and reliable audits 
could aid considerably in a better understanding be- 
tween accountant, client and the public. 


HERE AND THERE 


H. C. Anderson, Washington, D. C., has 
been appointed a member of the committee 
on manufacturers and of the committee on 
police and fire protection and public safety 
of the chamber of commerce. 


George Armistead, Houston, has been 
appointed by the governor of Texas as a 
member of a state committee to survey 
systems of auditing and accounting in all 
state departments and institutions. 
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Oyster, Watson & Co., Pacific Southwest 
building, Fresno, California, announce the 
admission to partnership of H. D. Phillips. 
The practice of the firm will hereafter be 
conducted under the firm name of Oyster, 
Phillips & Co. 


Seidman & Seidman announce the re- 
moval of their New York offices to the 
Court Square building, 2 Lafayette street. 


Bulletin of American Institute of Accountants 


At the district meeting of the Retail 
Lumber Dealers on March 24th at Parkers- 
burg, West Virginia, L. G. Battelle spoke 
on ‘‘To-morrow’s profits and the retail 
dealer.”’ 


At a meeting of the New York Society of 
Public Accountants at the Hotel McAlpin, 
March 22nd, Jacob Bennett spoke on ‘The 
auditor—an appreciation of his functions 
in the modern business world.” 


“Building up a bank credit” by David 
Berdon, New York, appeared in the New 
York Times for April 17th and was published 
in pamphlet form by the New York Credit 
Men’s Association. 


James B. Campbell, Chicago, has been 
appointed a member of the committee on 
investigations and complaints of the Illinois 
Society of Certified Public Accountants. 


Howard F. Farrington, Watertown, New 
York, addressed the students in the depart- 
ment of economics of St. Lawrence Uni- 
versity, Canton, New York, April 30th, on 
accountancy as a profession. Mr. Farring- 
ton is serving as president of the board of 
education in his city, president of the 
Jefferson-Lewis council of Boy Scouts of 
America and chairman of the Watertown 
branch of the American Red Cross. 


At a meeting of La Grange Lodge on 
March 15th, Edward E. Gore of Chicago 
delivered an address on the crime conditions 
in that city. Mr. Gore also was the prin- 
cipal speaker at a dinner of the Commerce 
Club of his city held April 21st. 


Joel Hunter, Atlanta, spoke at a meeting 
of the Civitan Club of that city on March 
14th on goodwill. He also addressed that 
club on April 19th on ‘Economic waste 
from tuberculosis.”” The March issue of 
the Southeastern Hotel Journal, Jacksonville, 
Florida, contained an article by Mr. Hunter 
entitled, “‘Over-elaborate accounting sys- 
tems.” 


J. Hugh Jackson, of Stanford University, 
spoke to the Palo Alto Business and Profes- 
sional Women’s Club, April 2nd, on educa- 
tion for business, and to the members of the 
Methodist Men’s Club of the same city, 


. April 21st, on the student problem of the 
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Methodist church. 


At a meeting of the Kiwanis club of 
New Orleans, G. V. W. Lyman of that city 
spoke on income taxes and the province and 
duty of a certified public accountant. Mr. 
Lyman is serving on the membership com- 
mittee of the New Orleans Association of 
Commerce. 


At the meeting of the New York State 
Society of Certified Public Accountants at 
the Hotel Astor, April 25th, J. T. Madden 
spoke on the future of the profession. On 
April 26th Mr. Madden delivered the an- 
nual address to the Alumni Association of 
the school of commerce of New York uni- 
versity at a meeting at the Hotel McAlpin. 


At a meeting of the Bank Auditors’ Club, 
Kansas City, Missouri, April 15th, David 
B. Peter spoke on “What the public account- 
ant has a right to expect from the banker.” 


H. G. Slagle, Cleveland, addressed the 
local chapter of the Ohio Society of Certified 
Public Accountants, April 15th, on the new 
corporation code of the state of Ohio. 


F. P. Stratford, Rutherfordton, North 
Carolina, has been appointed accountant 
of Rutherford county under the new 
fiscal control act for North Carolina counties. 


Ernest E. Wooden, Baltimore, spoke 
before students of the Forest Park high 
school of that city, April 8th, on the pro- 
fession of accounting. 


At a meeting of the Los Angeles chapter 
of the National Association of Cost Ac- 
countants, April 19th, Walter C. Wright of 
that city spoke on ‘‘The labor account.” 


